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Development Council’ 

By ASTRID RINGE and NEIL ROLLINGS 


ecent work on Britain’s economic performance has begun to adjust 
Row understanding of the country’s relative economic decline. While 
relative decline was apparent throughout the century after 1870, it has 
been argued, ‘decline appears to have been at its most rapid in the years 
from the 1950s to the 1970s’, the so-called ‘golden age’ of capitalism, 
just when British performance, measured in historic terms, was relatively 
good.” Broadberry’s most recent work has confirmed this view. The 
productivity of British labour in manufacturing, he has argued, was better 
than often thought, and poor productivity was largely confined to the 
period 1950-79.* This poor performance could in part be explained by 
historical legacies but its essential causes lay in factors particular to the 
period after 1945.4 
In seeking to explain relative decline after 1945 it has been common 
since the 1960s to highlight defects in Britain’s institutions. This aspect 
has received renewed attention from economic historians with the rising 
popularity of ‘new institutional’ approaches across the social sciences.” 
Thus the work of Broadberry and Crafts and other recent studies, for 
example by Middleton, have highlighted the importance of institutional 
arrangements in explaining Britain’s relatively poor economic performance 
since 1945.° Building on work by Middlemas, Flanagan and his co- 
authors, and Smith, they have placed particular stress on the detrimental 
effect of Britain’s postwar settlement.’ It is suggested, above all, that 
Britain adopted a particularly non-interventionist variant of Keynesian 
demand management which left labour and capital relatively autonomous. 
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This was ill-suited to the enhancement of growth performance in line 
with that achieved elsewhere in Europe.® 

Where these latest studies disagree fundamentally, however, is over the 
policy required to adjust Britain’s institutional arrangements so that they 
might foster growth. The assumption underlying one school of thought 
is that the answer lay in more corporatist arrangements, while the other 
school sees corporatism as a main cause of Britain’s underlying problems. 
For instance, Tomlinson, Melling, and Middleton highlight the lack of 
clear interventionist criteria. Middleton’s ideal institutional arrangement 
follows that pinpointed by Eichengreen as crucial in explaining differential 
economic performance across Europe.’ Eichengreen argues that welfare 
is maximized when domestic institutions are created which lead labour 
and capital to agree to defer current compensation for future gains. The 
institutional arrangements, incorporating government, tie in capital and 
labour to maintain this cooperative equilibrium. Thus labour accepts 
wage moderation and, in return, capital invests profits, rather than distri- 
buting them, which, in turn leads to wage increases.!° 

In contrast, given the particular nature of Britain’s interest groups, 
Broadberry and Crafts are critical of such corporatist policies.'! In their 
eyes, the faults with the postwar settlement lie in its cosy cushioning of 
labour and capital which sustained a low-effort equilibrium. The postwar 
settlement did lead to wage moderation in the short term but its mainte- 
nance required cooperative strategies from government to organized lab- 
our which prevented the removal of obstacles in the form of restrictive 
practices to improved productivity growth. Similarly, companies were 
sheltered by protection and a lack of competition. The need, in their 
eyes, was for a more rigorous competition policy and reform of indus- 
trial relations. '? 

This article attempts to develop this key debate in two ways. First, the 
focus of debate has, to date, been on the immediate postwar years of 
the Attlee governments. Here a different chronological focus has been 
adopted with the examination of the creation of the National Economic 
Development Council (NEDC). This was a tripartite body consisting 
of ministers, representatives of peak-level employers’ organizations, and 
representatives of the Trades Union Congress (TUC), which first met in 
March 1962 and continued to do so regularly until it was wound up in 
the 1990s.'? Working for it was the National Economic Development 
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Office (NEDO) which was set up outside the ordinary government 
machine. 

The creation of the NEDC has been seen to mark a stage in the 
development of the postwar settlement where the institutional arrange- 
ments between the government, labour, and capital were adjusted in 
recognition of Britain’s relatively poor postwar performance.!* To Broad- 
berry and Crafts the NEDC presumably represents a further attempt to 
maintain the existing bargaining environment. Certainly, others have seen 
it in this way. One contemporary critic, for example, complained, ‘Rather 
than recognise that a higher rate of growth represents a serious challenge 
to deeply held values and customs [they] prefer the easy way out appar- 
ently offered by NEDC.’!? In contrast, for Middleton, here was the 
opportunity to put government-industry relations on to a more construc- 
tive basis.'° This reflects a view that the NEDC offered the opportunity 
to establish a corporatist state in Britain.'” 

The article will not enter the debate about whether or not the NEDC 
was a corporatist body, but instead will use the council’s establishment 
to re-create the respective positions of the representatives of capital, of 
labour, and of the government.'® Its history helps to identify what each 
of these groups had learned from the experience of the postwar years; 
what their perceptions were of the problems facing the British economy; 
and, from this, their views on the degree and nature of reform required 
to instigate a policy for growth.!° The views expressed by each group 
were by no means consensual and, moreover, the compromise views 
reached by each did not fully reflect the full range of opinion held by 
their constituent parts. Indeed, it is necessary to split the consideration 
of government opinion between those of ministers and of the Treasury— 
in part to distinguish between political and administrative aspects but 
also because, on a practical level, it was impossible to isolate one single 
‘government’ position. The broad conclusion is that while each group 
saw some value in creating the NEDC, each had markedly different goals 
which reflected widely different perceptions of the causes of, and remedies 
for, Britain’s relatively poor performance. 

Secondly, a feature of the current debate over Britain’s postwar relative 
decline has been to place much, if not all, blame on government, for 
allowing Britain to have inappropriate institutional arrangements and, 
even more, for failing to correct this problem.*° This is part of a wider 
tendency within economic history where notions of ‘governmental failure’ 
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are common. This reflects an understandable tendency among economic 
historians to follow a traditional, if often implicit, model of the British 
state and to regard government as a unitary and powerful institution. 
Power is seen to rest with those at the apex of government, or with the 
‘core executive’, that is ministers and below them the central co-ordinating 
departments, such as the Treasury in the case of economic policy.”! One 
consequence of this image is high expectations about the government’s 
ability to transform the economy. For example, Kirby supports Pollard’s 
contention that ‘if industry is hamstrung by institutional constraints only 
the government can be expected to alter the institutional framework’.?? 
This often leads to stinging criticism of government, as Kirby again illus- 
trates: 


The last 100 years provide ample evidence of the timidity and vacillations 
of successive governments in responding to the need for new institutional 
arrangements conducive to economic progress. ... Timely and beneficial insti- 
tutional reforms could, and should, have been implemented. ... All too often 
the state has succumbed to the pressure of special interest groups with a 
marked preference for the status quo.”? 


Such criticism is easy to make but it adds little to our understanding of 
why government policy developed in the way it did.?* This is not necessar- 
ily to exonerate government, which clearly is and has been a crucial force 
in forming institutional arrangements and in changing them.” As Crafts 
has put it, ‘Recognising that institutions matter reminds us that changing 
them usually involves governments, and emphasises the need to think 
about economic growth in the context of political economy.’?° Economic 
historians have tended to focus on the first half of that sentence and 
have often taken government involvement to mean government responsi- 
bility and capacity to change institutions. More attention needs to be 
paid to the context of political economy. The point is that a more 
sophisticated approach to political institutions is required, given their 
increasing prominence in the accounts of economic historians. 

Recent developments in the study of political institutions are relevant 
here since they offer a different organizing perspective for analysing 
British government.?” These models have been developed to explain 
contemporary British government but offer useful insights more gener- 
ally.?® British government is portrayed as fragmented, disaggregated, and 
based on interdependencies. As Smith puts it, ‘it is not possible to take 
a one-dimensional view of the state’ since it is a highly complex organiza- 
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tion.2° Two important considerations emerge from this. First, the core 
executive ‘is characterised as much by fragmentation and interdependence 
as by strength’.*° In other words, those at the centre of government 
cannot dictate policy but are dependent on others, both in government 
and beyond, to achieve their goals. Secondly, the nature of these depen- 
dencies or policy networks not only affects the policy outcome but also 
is unique in each particular case. As a result, policy stances of states 
cannot be characterized ‘in terms of a single institutional principle such 
as corporatism, or in terms of a national or industrial culture. Instead 
the state itself and its relationships with the economy have been disaggre- 
gated.’*! Some political scientists would wish to re-aggregate to the macro 
level but even they accept the need for micro- and meso-level studies 
before this can be meaningful.*” In other words, attempts to characterize 
the nature of British government and its relations with society are likely 
to be overly simplified and unrepresentative. Through a case study of 
the creation of the NEDC, this article attempts not only to illustrate 
how such an approach adds to our understanding of the policy process 
but also to outline its implications for economic historians, so that they 
move beyond sterile assertions of what government should have done to 
more nuanced explanations of what government could have done. 


I 


After 1945 central government in Britain was faced with fresh challenges. 
There were new responsibilities in both economic and social policy, most 
notably the all-party commitment in 1944 to the maintenance of a ‘high 
and stable level’ of employment. The complexity of policy coordination 
also undoubtedly increased with the growth in government.** These 
challenges implied the need to modernize government, but faith in the 
existing system among Labour ministers and civil servants precluded 
radical change.** This tension remained latent in the context of full 
employment and an age of affluence. The emergence of growth as a 
policy issue in the 1950s increased this tension further.*? By the late 
1950s these various pressures were coming to a head: there was increasing 
awareness of the problem of creeping inflation and of the ‘stop-go’ nature 
of the economy. However, the most significant change was the growing 
realization that in terms of growth in living standards Britain was lagging 
behind its European competitors. Awareness of this followed from the 
production of more reliable comparative statistical data covering national 
income, industrial production, and productivity.*° 
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In the post-Suez atmosphere of introspection, uncertainty, and failure 
there was an explicit questioning, if not an outright condemnation, of 
the past, a ‘revolt against orthodoxy’.*” The specific target of criticism 
varied but many pointed the finger at the establishment and, in particular, 
the state.** Others focused more specifically on Keynesian demand man- 
agement: its short-term static approach was believed to be responsible 
for the infamous stop-go cycle.*? When the critics joined forces the real 
culprit was often seen to be the Treasury. Balogh’s assault on this 
‘ignorantly dilettante bureaucracy’ may have been the most vitriolic and 
famous but it reflected wider contemporary criticisms of the Treasury’s 
short termism and power in Whitehall.*° 

It is often argued that the ensuing ‘great re-appraisal’, as Brittan has 
termed the Macmillan government’s attempt to modernize the institutions 
of economic policy making, and, in particular, the creation of the NEDC, 
formed a response by government to the force of this outside opinion.*! 
That the initiative came from outside government is seen to be signifi- 
cant.*? Moreover, the model for reform came from outside Britain, whose 
problems were contrasted with the success of France in turning its 
economy from ‘the sick man of Europe’ into one growing fast and with 
a high level of investment.**? Admiring glances and trips across the 
Channel only increased the belief that Britain had something to learn 
from France even if it was not felt appropriate to replicate the model in 
its entirety in Britain.** 

The key force in turning these concerns into government policy is 
widely believed to have been the Federation of British Industries (FBI).*° 
It was certainly concerned about the need to improve growth performance: 
‘emergency measures of a stop-gap character’ to deal with balance of 
payments crises were believed to be discouraging investment and hin- 
dering growth.*° From February 1960 the subject of growth had been 
investigated by the Economic Study Group of the FBI, chaired by Hugh 
Weeks who at around the same time also established a dining club of 
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industrialists and economists to discuss growth.*” By the summer of that 
year it had been agreed that ‘economic growth in Britain’ should be 
discussed at a conference in November.*® That conference heralded the 
‘Brighton revolution’ which saw the emergence of growth as a policy 
issue.*? Following the conference the FBI set up a new committee under 
Sir Hugh Beaver. It was assigned the task of studying the possibilities of 
government and industry agreeing ‘on an assessment of expectations and 
intentions to be placed before the country as a framework for economic 
effort during the next five years. If, for example, the national aim was 
to achieve an annual growth of 3% ... the necessary implications and 
consequences could be assessed and the practical choices facing industry 
and government determined’.*° 

The participation of the TUC was not envisaged at this stage and the 
matter remained undecided when the Beaver committee drew up a draft 
summary of a ‘Policy for growth’ in June 1961. If there was to be any 
involvement of labour it would be with regard to restrictive practices and 
cooperation in a new ‘programming organization’ rather than to consider 
a wages policy.°! The main objective was to steady investment pro- 
grammes in the UK and to counterbalance the effects of balance of 
payments crises. The chief target of attention was the government, which 
was expected to ‘create a climate for growth’ and to provide ‘an environ- 
ment in which industry could plan’.®? It is significant that the committee 
did not take a radical view about the priority to be given to growth: this 
was not to take precedence over other policy objectives and the defence 
of sterling during a balance of payments crisis would remain more 
important.?? Generally, however, economic policy should seek to establish 
stability in the economy and not be geared to ‘simply meeting the needs 
of the moment’. A strong currency and stability of economic development 
were seen as complementing each other and leading to sustained growth 
in the long run.** 

The organizational structure of the proposed planning process remained 
vague. Beaver’s committee proposed an independent ‘bureau’ consisting 
of a chairman and a part-time board representing government, industry, 
the trade unions, and academics.*° Its effectiveness would rest on dis- 
cussion with the parties concerned, on the advice it would provide, and 
on the use of publicity. No specific powers were assigned to the bureau, 
which was simply charged with asking government, industry, and unions 
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for information.®° There were, however, more detailed ideas about the 
bureau’s programme of work, which was seen as possibly including the 
discussion of theories of growth and the production of a series of five- 
year projections and perhaps also longer-term projections looking 10 or 
15 years ahead.*’ 

At this stage, therefore, after months of discussion, the FBI’s proposals 
represented only a mild reform, where the government would be made 
to commit itself publicly to an agenda giving growth a higher profile but 
where the implementation of plans would be left to individual institutions. 
Although the FBI had started to formulate a policy on planning for 
growth comparatively early, its approach could hardly be described as 
either urgent or forceful. The FBI planned to present these proposals to 
the tripartite interim committee of the National Production Advisory 
Committee for Industry (NPACD on 17 July 1961. Even then, only an 
oral presentation would be made, the plan for the bureau would be 
presented as only an illustration of one possible approach, and the subject 
would be dropped if the proposals had a cool reception.’® It was expected 
that the proposals would be met with resentment and the FBI was not 
sure whether the TUC would even contemplate cooperating with industry 
in the promotion of growth. 

The FBI was overtaken by events in July 1961: the meeting of the 
interim committee was postponed until after the announcement on the 
economic situation by the Chancellor of the Exchequer on 25 July.*® It 
was in that statement that Selwyn Lloyd first made public reference to 
the idea of what became the NEDC.°° The Chancellor’s proposal put 
the FBI under pressure to work out in detail its own concept and also 
to agree with the other employers’ organizations—the British Employers’ 
Confederation (BEC), the Association of British Chambers of Commerce 
(ABCC), and the National Union of Manufacturers (NUM)—on a com- 
mon position.°' Employers now gave a much more prominent position 
to the notion of ‘institutional impediments to growth’ as a field of study 
of the new body, although these impediments remained unspecified.° 
This, rather than any thought of a wages policy, continued to form the 
basis of a common platform among employers. 

However, it was the machinery required which chiefly occupied the 
FBI from July 1961. One point of disagreement between the Chancellor’s 
proposals and those of the employers was the setting up of industrial 
commissions along the lines of counterparts in the French planning 
system which operated in close association with the Commissariat du 
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Plan.®? A bigger dispute centred on the position of the office. Employers’ 
organizations met Lloyd on 23 August to discuss this and they were 
presented with two alternative proposals for the new planning machinery. 
One was almost identical to the FBI’s own suggestions.°* Yet it soon 
became clear that the role and the rights of the office had to be negotiated 
in more detail. The FBI had in mind a fairly strong office which would 
‘inaugurate projects without waiting for matters to be referred to it and 
that it should take up studies with the collaboration of trade associations 
and others and then report to the upper tier body’.®°? There was general 
agreement among the employers’ organizations that the office as proposed 
by the Chancellor would lack the independence it needed ‘to do work 
of a truly new and vital character’, and that it would ‘be too much under 
the influence and control of the government’.®°° This dependence on the 
goodwill of government departments to supply information would limit 
not only the work of the office but that of the council as well and was 
therefore unacceptable to industry. Instead, the employers’ organizations 
proposed that the council should clearly be a representative body, which 
would enable its recommendations to be successfully carried back to 
organized management and labour; that its membership should include 
the President of the Board of Trade and the Minister of Labour, as well 
as the Chancellor of the Exchequer who would take the chair; and that 
the council would have the right to initiate work done by the staff of 
NEDO but should not be the sole body to have such initiative. 

The director of NEDO was also to be given the right to initiate 
work of the office and to put reports, proposals, or recommendations 
independently to the council. He was to be a man of ‘the highest standing 
and repute’, who would not be identified with the interests of any of the 
three parties represented on the council.°’ NEDO staff, who were to 
have allegiance solely to the director and the council, were to have direct 
access to the boards of nationalized industries, and an organized associ- 
ation formed from the various private industries and the office was to be 
set up.°® It was proposed that the appointment of NEDO’s staff be 
regulated either by the office’s own governing body or by a sub-committee 
of the council, further to strengthen the independence of the office. 

To sum up the employers’ position, therefore, it is important to note 
first that they did become concerned about economic growth at an early 
date. However, prior to Selwyn Lloyd’s July 1961 announcement, the 
FBI’s discussions of the topic adopted a leisurely timescale, its proposals 
were not radical, and its commitment to pressing the need for reform 
remained highly qualified. This position changed markedly after July and 
the FBI seized the opportunity offered by that speech to formalize the 
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employers’ position and to press it upon the government. In terms of 
policy goals, growth was to be given a higher priority but not to the 
exclusion of other factors, notably the balance of payments, and the use 
of NEDC for an incomes policy only became an issue once the NEDC 
was established. The most important way to achieve improved perform- 
ance was by the reform of the institutions of government economic policy 
making. To this end, the council itself was a useful tool but not the 
main priority. The FBI’s chief concerns, like those of many others at the 
time, revolved around ensuring the independence and strength of the 
office as a counter to Treasury advice.°° 


I 


In contrast to the FBI, the TUC’s role in the creation of the NEDC is 
usually presented as reactive, with the issue of membership being central. 
It was not until January 1962 that the TUC finally made the decision 
to join. Wage policy was central to the TUC’s position on the NEDC 
following the introduction of the pay pause in July 1961. In the following 
months the TUC grappled with the problem of whether to accept 
membership. As TUC representatives told Selwyn Lloyd in August, 
government interference in industrial relations made TUC participation 
unlikely.”° Further meetings with the Chancellor eventually led the Gen- 
eral Council to accept membership. However, the decision was disputed, 
was conditional, and remained controversial within the TUC, not simply 
because of the wages issue but also because of fears of tying trade unions 
too closely to the Conservative government.’! 

This, however, is only a partial account of the TUC’s position with 
regard to the creation of the NEDC. In fact the TUC had addressed 
the government during 1960 and the first half of 1961 with the request 
to adopt a more planned approach to the economic problem of slow 
growth and low productivity. In July 1960 the Economic Committee of 
the TUC concluded that the government had to take action over problems 
in the economy. The role of the TUC was ‘to point out the general 
nature of the measures required and the areas in which action is most 
urgent’.’? Proposed government action consisted of setting up export 
promotion councils, taking stronger action to protect the balance of 
payments, controlling and directing investment into growth industries, 
and formulating priorities and giving incentives to certain key industries. 
Wages policy and the question of working conditions were to remain 
regulated through the normal voluntary negotiating machinery. 
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The TUC channelled its approaches to government on the question 
of planning for more growth through existing tripartite bodies, namely 
the Economic Planning Board (EPB) and the NPACI. Indeed, it was at 
the request of the TUC, not of the FBI, that the NPACI discussed the 
notions of planning and growth in February 1961.’* In March the TUC 
representative announced to the EPB that the TUC was considering the 
problem of economic growth and asked whether the board would like a 
paper on the subject.’* The TUC paper never reached the EPB and was 
discussed by the economic committee of the TUC itself only in September 
1961.”° The consideration of growth by the TUC was, like that by the 
FBI, superseded by the government’s July measures. 

Nevertheless, the TUC continued to consider the potential offered by 
the proposed new body. Trade union representatives explained to Lloyd 
that they saw the council as a negotiating body for bargaining between 
industry and labour on industrial questions, although they failed to 
elaborate on what this entailed.’”° Arguments to join the council stressed 
the seriousness of the economic situation and the possibility of unions 
influencing government policy. The General Council’s conception of the 
composition and operation of the planning council saw it as a small 
and representative body with no independent membership, and with no 
limitations as to what questions it should discuss.’” 

The TUC position, therefore, had both similarities and marked con- 
trasts with that of employers. Like the FBI, the TUC became concerned 
with the issue of growth, in particular notions of planning for growth 
during 1960. In addition, despite this concern the progress of proposals 
for reform remained slow and was overtaken by Lloyd’s July measures. 
However, there is a clear difference between the FBI and the TUC over 
the nature and extent of institutional reform desired. The TUC focused 
its attention exclusively on the council as a means of getting the ear of 
ministers and as a site for tripartite bargaining, hence no independent 
members were wanted. The TUC wanted a voice in what government 
was doing but did not wish to take responsibility for the government’s 
actions.’® There was no interest in the machinery of planning, in particular 
the position and powers of the office, and no attempt by the TUC to 
negotiate what exactly should be on the agenda of council discussion, 
apart from the exclusion of wage restraint.’° 
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The Conservative Party became overtly interested in the issue of growth 
early in 1961. R.A. Butler, the party chairman, proposed establishing a 
party committee to consider ‘the central economic problem of the day’.®° 
The resulting committee’s report did recommend tripartite discussion to 
improve growth performance but once more there seems to have been 
little urgency since the committee did not meet until July and its report 
did not emerge until May 1962.8! Cabinet itself did not discuss the 
setting up of an economic planning body before Selwyn Lloyd’s July 
measures were announced. As such they were presented as a fait accompli. 
What remain unclear are the respective roles of Selwyn Lloyd and Harold 
Macmillan in bringing forward the proposal for the NEDC.* In fact, it 
would appear that neither was directly responsible; that role was played 
by Freddie Bishop, deputy secretary of the Cabinet, and previously 
Macmillan’s principal private secretary. Bishop was not a typical civil 
servant. Although a friend of Sir Frank Lee, who was permanent secretary 
to the Treasury between 1960 and 1962, Bishop disliked the Treasury 
and formed an integral part of Harold Macmillan’s inner circle of 
advisers.°? He suggested the need for a longer-term approach to economic 
problems to Macmillan in November 1960 in response to a Treasury 
paper presented to Cabinet earlier that month.®* He concluded that the 
economic position of the UK was fundamentally unsound since it did 
not seem to be possible to avoid inflation and maintain full employment 
at the same time. The key to a solution of the problem was wage 
restraint. Bishop suggested that a more planned approach to the national 
economic problem might be necessary: if problems could not be solved 
by purely economic pressures except at the risk of social convulsion, then 
the alternative was to seek a partnership with employers and unions 
based on a common assessment of the country’s economic and financial 
situation. In this context, government policy would have to change in so 
far as this would entail ‘government exhortation, leadership, and even 
interference in industry’.®° 

In July 1961, prior to Lloyd’s statement, Bishop returned to this theme. 
He suggested that a constructive forward policy should be initiated with 
the measures of restraint. Bishop proposed that Lloyd should announce 
the government’s intention to establish a ‘National Economic Advisory 
Council’, replacing the Council on Prices, Productivity, and Incomes and 
the Economic Planning Board, and composed of representatives from 
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both sides of industry, from nationalized industries and local and central 
government, and with some independent economic experts. The council 
would ‘advise the government and the country on the development of the 
national investment resources, production targets for the main industries, 
restraint in profits and earnings, encouragement of productivity, and the 
expansion of exports—and no doubt other matters’.®° Macmillan wrote 
to Lloyd in support of these proposals, which were incorporated into 
Lloyd’s statement without further elaboration.®’ 

Ministers did not discuss the proposal until September 1961, and then 
were split over it.° Particularly critical were Peter Thorneycroft, Reginald 
Maudling, and, to a lesser extent, Lord Mills and Charles Hill.8? Lloyd 
opened the meeting by explaining that he himself was against the form 
of the planning body he was about to propose. The need to compromise 
with the employers necessitated proposing an office outside the govern- 
ment machinery run by a director who would be under the general 
direction of the council with the duty of producing economic plans.°° 
His colleagues tried to water down these proposals, particularly with 
regard to the independent office and the task of economic planning. The 
new ‘consultative body’ was to have no executive powers and it should 
also be made clear that there was no intention of introducing new 
controls. Its economic forecasting activities were to be kept on a level 
that did not interfere with government policy. To defuse the proposed 
independence of the office, it was to be kept small in size and the term 
‘director of the office’ was to be avoided altogether, because it implied 
a large organization.’ Further discussion failed to resolve the rift between 
ministers. While Macmillan supported the idea of an office with a high- 
grade planning staff and a considerable measure of independence and 
authority, Maudling argued against the independence of the office and 
its right to publish anything without prior government approval.°? The 
compromise agreed left open the question as to whether the council or 
the government would direct the work of the office.*? 

With regard to policy, the planning exercise was hardly discussed. The 
main concern of ministers was how the pay pause announced in July 
could be replaced first by interim measures of restraint and then by a 
long-term incomes policy. This was seen to hinge on TUC acceptance 
of wage restraint, which was to be achieved through the solicitation of 
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the NEDC.°* However, this scheme lost its momentum because it was 
known that the TUC would not join the NEDC if incomes policy was 
on the agenda. Nevertheless, the idea of using the NEDC as a vehicle 
for long-term wage restraint remained central to ministerial thinking, 
although it was accepted that this would be a slow process.°? 

Conservative ministers tended to see the NEDC as a way of bringing 
about long-term wage restraint. Macmillan, who, following Bishop’s 
initiative, seems to have been more important than Lloyd in instigating 
the new organization, did view the task of the new planning body as 
improving growth performance and he did argue the case for a strong 
independent office. However, other ministers refused to countenance 
powers being devolved from the government to the council and office. 
Ministers did not, therefore, offer a clear lead on the purpose of the 
NEDC and were certainly not unanimously committed to it. They felt 
the need to appease business but were far more interested in achieving 
wage restraint than in improving growth performance directly. 


IV 


As noted above, the Treasury was often cast as the chief obstacle to 
improved growth performance at this time. However, this is misleading. 
With the exception of the Economic Section, the small group of econom- 
ists under Robert Hall, Treasury officials were hostile to the idea that 
the office should be a body independent of government and engage in 
long-term economic forecasting.°° The Treasury planned that the body 
below the council would be a small group, resembling a reshaped Econ- 
omic Planning Board, with representatives of both sides of private and 
public industry, under the joint permanent secretary to the Treasury. 
This body, working with papers drafted by the Treasury, would thrash 
out problems in detail, with a secretariat of its own, and report to the 
representative upper council.?’ The council would then make recommen- 
dations to the three parties, enabling the Treasury ‘to get ... issues 
planted on the tripartite plate’.°* In other words, the council could be 
used by the Treasury to direct tripartite discussion of economic policies 
in the desired direction. 

Consequently, there was no need for the office to engage in independent 
research and forecasting activities which were hitherto reserved to the 
Treasury. Despite instructions to the contrary, Treasury officials con- 
tinued to plan for an office dependent on Whitehall and obstructed the 
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work of the office.°® They feared that government authority—and presum- 
ably their own—would be undermined if the office dealt with politically 
sensitive matters, such as data about unemployment, the balance of 
payments, or the future course of wages and prices. To avoid this, the 
office was to be instructed to look to the appropriate departments for 
material and be prepared to take what it was given. Even when dealing 
with individual industries, the office should channel its approach through 
the responsible government department. This reliance on government 
sources would in turn affect the numbers of staff required by the office. 
Altogether, a total staff of 12 to 15 was considered enough to serve the 
council, markedly fewer than the 60 in employment by July 1962 and in 
stark contrast to the staff of 150 envisaged by the FBI.!°° In addition, 
the director of the office was to be experienced in working within 
Whitehall and ready to work in close cooperation with the Treasury, with 
a civil servant ‘of suitable background and outlook’ as his deputy.!°! 

This did not, however, mean that the Treasury was dismissive of 
growth as a policy issue. Treasury officials were involved in the discussions 
on growth with representatives of business and labour at the NPACI and 
the EPB from early 1961.!°? Within the National Economy Group it was 
concluded that recent developments made it ‘clearly necessary for the 
government to develop a policy—or at least an attitude—on economic 
growth’.!°’ Their interest was not directly in growth itself but in improving 
competitiveness and efficiency, in part as a way of improving export 
performance and hence easing the balance of payments problem.!°* Centr- 
ing attention on the idea of growth exploited the current climate of 
opinion and offered a means of discussing potentially awkward topics at 
existing tripartite bodies.'°° This was important because officials believed 
that in general many of these obstacles were beyond the government’s 
control and it was planned to seek a way into negotiations with industry 
and labour to find solutions in these areas.1°° As Otto Clarke, one of 
the leading forces in Treasury thinking, later put it in a paper on 
‘Modernising Britain’: 


Throughout the territory of industrial development NEDC is of great 
importance.... The question of industrial modernisation is surely the heart 
of NEDC, and surely NEDC would have to be the government’s main 
instrument and contact with private industry in this matter (or go out of 
business altogether). We have always thought that this was a very useful 
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potential function for NEDC—indeed the territory for which it is uniquely 
fitted.1°7 


Significantly, the Treasury’s purpose was not to engage only capital and 
labour in the discussion of improved growth performance. Treasury 
officials perceived a need for missionary work in Whitehall to convince 
other departments of the hard choices and policies entailed in embarking 
on a policy for growth. For this purpose, an interdepartmental working 
party was set up. Its report recommended tackling obstacles to efficiency 
and growth first, and suggested that planning should not be regarded as 
a substitute for doing this. Since the recommended approach would 
involve difficult battles with vested interests it was important to take 
comprehensive action on a wide front to ensure that no particular group 
felt unfairly picked upon.'°* 

A revised version of the report, ‘Economic growth and _ national 
efficiency’, was presented to the Cabinet in July 1961, prior to Selwyn 
Lloyd’s statement.'°° The problem of slow economic growth was 
presented as an umbrella for a whole list of issues: misdirection of 
investment, training of labour, wage inflation, aid to industry, restrictive 
practices in business, retailing and labour, tariff protection, the burden 
of taxation, and the fact that social services and other expenditure did 
not take ‘national efficiency’ considerations into account. Public interest 
in growth now provided a catalyst to initiate action in these areas.''° 
The report was intended to focus ministers’ attention on the sacrifices 
necessary to increase output per worker and to highlight the obstacles 
which needed to be removed in order to make possible the effective 
operation of a market economy.'?! 

Ministerial discussion of this paper was pre-empted by Selwyn Lloyd’s 
statement in that same month. To Treasury dismay, this key report had 
‘run into the sand’.'!? Tripartite discussion had been part of the Treasu- 
ry’s strategy from the start but it now became even more important. It 
was decided to present the report to the NEDC and to let the council 
recommend action to the three participating parties.!!* For this purpose 
the Treasury’s Working Party on Economic Growth compiled a new 
report, ‘National efficiency and obstacles to economic growth’, on lines 
similar to earlier versions, but excluding the wage issue for the moment 
because of TUC sensitivities.'!* 

A key aspect of this approach, in Treasury eyes, was not only the 
possibility of drawing industry and labour into acting upon NEDC 
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recommendations based on this report but also the chance to influence 
government policy via the NEDC. To achieve this second goal it was 
decided that the paper for the NEDC had to be ‘shadowed’ by a White 
Paper, ‘A policy of economic growth’, which would explain government 
policy to achieve ‘sound’ economic growth and how to set about this.'!? 
The work on the White Paper was designed to bring more thought on 
growth to bear on Whitehall and spread the growth idea to other depart- 
ments. This was particularly true of the Board of Trade and the Ministry 
of Labour as it was felt that these departments needed to adopt more 
active roles in the fields of competition policy, encouragement to export, 
and incomes policy. 

The Treasury’s strategy of using the NEDC in this way failed miserably, 
however. When the report was discussed at an early meeting of the 
NEDC it was derided by members keen to assert the independence of 
the council from Treasury influence. One industrial member referred to 
the report as “Treasury trash’ and the Treasury representative felt obliged 
to disown it, stating afterwards that he had ‘never had so many dead 
cats thrown at him at once’.!!© Adding insult to injury, Treasury officials 
believed that NEDO’s own report, Conditions favourable to faster growth, 
published a year later, added little of substance to the Treasury report.'!” 

Summing up the Treasury’s position, it is possible to make four points. 
First, the Treasury does appear to have been attracted to the idea of 
higher growth at an early date. Indeed, it regarded itself as a proselytizer 
within Whitehall. Secondly, it was nevertheless the case that the Treasu- 
ry’s drive for growth and increased efficiency in the economy remained 
firmly embedded in the context of the need to safeguard the balance of 
payments. Thirdly, it saw little need for new institutions to introduce 
this policy, particularly in the form of the office which might duplicate 
and compromise Treasury work. Finally, however, it did perceive the 
need to discuss growth and efficiency issues with industry and labour, 
largely because the Treasury believed that many of the economy’s prob- 
lems lay within those sectors and could not be resolved solely by govern- 
ment policy. Once Selwyn Lloyd had announced his proposal for a 
planning body, this council was seen as a way of getting not only 
industry and labour, but also ministers and officials in other Whitehall 
departments, to face up to the difficult decisions required to achieve 
higher growth. The success of this strategy hinged on the Treasury’s 
ability to capture the council through its report on ‘National efficiency 
and obstacles to economic growth’. This it failed to do. 


Vv 


This account has made it possible to determine the positions of the 
four main players—the FBI, the TUC, Conservative ministers, and the 
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Treasury—who were involved in the process that led to the creation of 
the NEDC. From this it is clear that there was wide interest in growth 
as an issue prior to the council’s establishment. Equally, each group 
expected to varying degrees to get something out of the creation of the 
council and the office. However, it is diversity of opinion rather than 
consensus that better describes the explanations for Britain’s perceived 
relative decline and the solutions proposed. Each body had different goals 
and different agendas based on their respective visions of the postwar 
period. There was no one lesson and no single policy for growth which 
was predominant and from which the NEDC emanated.''® 

What conclusions can be drawn from this? First, there is little evidence 
that the NEDC represented a missed opportunity to establish a more 
corporatist state in Britain on the lines of Eichengreen’s model. None of 
those involved had such a positive and radical vision. Rather, it confirms 
the desire of these bodies to continue broadly with the status quo.!!° 
The FBI’s support for industrial commissions is perhaps the only signifi- 
cant exception to this. However, there is also a need to be careful in 
talking about the maintenance of a corporatist postwar settlement of the 
type discussed by Middlemas. The NEDC appealed to the TUC precisely 
because it would provide a means of contact with ministers at a time 
when trade unionists felt excluded from policy making. Nevertheless, the 
TUC did not envisage that such contact would involve any responsibility 
for policy. On the government side, tripartite discussions were seen as a 
useful way of disseminating information, but neither ministers nor Treas- 
ury officials were willing to devolve power to the new institutions. 

Secondly, could the government have taken a stronger lead? Both 
contemporary critics and those involved in the current debate on the 
impact of Britain’s postwar settkement have suggested that government 
should have done more to alleviate Britain’s economic problems: what 
they did was ‘too little, too late’.!?° Could government have done more? 
The position of the Treasury is illustrative here. It is clear that Treasury 
officials were interested in improving Britain’s rate of growth and level 
of efficiency. There was a clear supply-side dimension to their thinking 
even if they were unconvinced that an active industrial policy was the 
solution. The Treasury was not committed solely to short-term macro- 
economic Keynesianism, as has been argued, for example, by Hall and 
Pollard.!?! 

Related to this, there was a considerable degree of similarity between 
the Treasury’s diagnosis of the causes of the growth problem and that 
set out by Broadberry and Crafts. These authors argue, for example, that 
the government should have acted to increase competitive pressures by 
a reduction in tariffs, a more active competition policy, and industrial 
relations reform. These were all elements of the Treasury diagnosis. The 
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presumption of Broadberry and Crafts, however, is that government not 
only should, but could, have done so. This ignores the policy process 
which, it is argued, explains the different solution adopted by the Treas- 
ury. The Treasury could not simply impose its solution on Whitehall 
and the rest of the economy, however much it wished to and however 
persistently it tried. The Treasury’s willingness to countenance support 
for an NEDC was therefore a way, smacking perhaps of desperation and 
frustration, of getting Whitehall, as well as capital and labour, to discuss 
its report on growth and efficiency. If this was the type of strategy that 
the Treasury felt necessary to adopt, the common image of an all-powerful 
Treasury in Whitehall seems misleading.'** It clearly was powerful, but 
seems frequently to have been unable to achieve its goals in this period.!?? 

This inability might be explained in terms of a Treasury failure to 
convince ministers or a lack of political will on the part of ministers. 
Ministers do seem to have wanted to achieve wage restraint without 
fundamental reform and to have seen the NEDC as a means of appeasing 
industry. This could be seen to fit the Broadberry and Crafts view of 
rational politicians avoiding confrontation and focusing on short-term 
policy aims for opportunistic vote-seeking purposes.'** However, even 
within a rational choice approach, such an argument seems limited.'?? In 
addition, in this particular case, while ministers were ambivalent about 
the creation of the NEDC, to the extent that they saw it having a 
purpose, it was to achieve long-term, not short-term, wage restraint. 

A more helpful approach is to adopt the new models of policy making 
set out in the introduction to this article and, in particular, to acknowledge 
the interdependent nature of policy making. The Treasury had to per- 
suade both those in Whitehall and those outside not only that its diagnosis 
was appropriate but also that these groups should act upon it. Within 
Whitehall, the postwar growth of government brought with it fragmen- 
tation as departmental autonomy increased. As a result, the Treasury 
could achieve little if it did not carry the Board of Trade and the 
Ministry of Labour with it, since these were the two key departments for 
implementing a growth policy. Even if it had managed to persuade 
Whitehall of the validity of its approach, however, it was still necessary 
to do the same with regard to industry and labour. Thus a co-operative 
approach had to be followed. This was not because Treasury officials 
wished to avoid confrontation with capital and labour. Rather, it was 
because they believed that many of the obstacles to improved growth 
performance were simply beyond government control. 

These arguments about interdependence and the contingent nature of 
policy making are particularly valid in the British case. At the micro and 
meso levels a wide variety of relationships have been forged between 
government and industry.!7° At the macro level this makes valid generaliz- 
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ation difficult. However, what can be said is that this diversity was, in 
large part, the result of the piecemeal and ad hoc growth of contact 
between government and the rest of society: there has been no commonal- 
ity because there was no driving force from the centre. While government 
has grown since the nineteenth century there remained a widely held 
preference for a ‘centreless society’.!?” Government action was constrained 
by an appreciation of the traditional means by which continuity and 
order were maintained. While government could be strong and inter- 
ventionist, as shown during the First and Second World Wars, there was 
always a need to maintain the appearance of class neutrality.'** Thus 
central government had to operate within this existing system of govern- 
ance in order to maintain its legitimacy. Governments could not disengage 
themselves from the existing system to mould new, more appropriate, 
arrangements at will. As a part of that system they were constrained by 
its modus operandi.'?° 

The nature of tripartite discussions in the NEDC and its various 
predecessors such as the Economic Advisory Council (EAC) in the 1930s 
and the Economic Planning Board in the 1940s reflected these insti- 
tutional arrangements.'*° The constituent membership of these bodies 
did vary—some were purely representative, others, like the NEDC, had 
a small number of independent members, and yet others, such as the 
EAC, included a significant body of individual experts. Nevertheless, they 
all achieved less than was originally expected and those that lasted became 
little more than talking shops.'?! This was still a useful function—the 
NEDC lasted until 1992 despite the Thatcher governments’ dislike of 
the body—and as such they should not be dismissed as failures. Each, it 
was hoped, would be an agency of change. Instead they simply reflected 
the underlying institutional structure and continuity. This was not the 
fault of governments but an illustration of the difficulty of bringing about 
a fundamental reform of existing institutional arrangements. 
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